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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
The Foundation of Arts for Northeast Arkansas, Inc.
Jonesboro, Arkansas

We have audited the accompanying financial statements of The Foundation of Arts for Northeast
Arkansas, Inc. (a nonprofit organization), which comprise the statements of financial position as of
July 31, 2016 and 2015, and the related statements of activities and changes in net assets and cash
flows for the years then ended, and the related notes to the financial statements,

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due
to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedutes to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the tisks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
televant to the entity’s preparation and fair presentation of the financial statements in order to
design sudit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an optnion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
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Opinion

In our opinion, the financial statements referred to above present faitly, in all material respects, the
financial position of The Foundation of Arts for Northeast Arkansas, Inc. as of July 31, 2016 and
2015, and the changes in its net assets and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The schedules of functional expenses ate presented for purposes of additional analysis and
are not a required part of the financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other
trecords used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the financial statements or to the financial statements themselves, and
other additional procedutes in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the information is fairly stated in all material respects in relation
to the financial statements as a whole.

s ¢ ooy

Jones & Company, Ltd.
Jonesboro, Arkansas
January 12, 2017



The Foundation of Arts for Northeast Arkansas
Statements of Financial Position

July 31, July 31,
2016 2015
ASSETS
Current Assets
Cash and cash equivalents $ 90,786 $ 84,800
Accounts receivable 8,882 1,883
Promises to give 2,930 -
Grants receivable 1,250 1,500
Inventory 2,377 3,305
$ 106,225 $ 91,488
Property and Equipment
Leaschold improvements $ 41,657 $ 18,313
Furniture, fixtures and ecuipment 112,516 62,781
Less accumulated depreciation 74,223 61,443
$ 79,950 ) 49,651
Other Assets
Capital campaign contributions received 3 - $ 5,300
Total Assets $ 186,175 $ 146,439
LIABILITIES AND NET ASSETS
Liabilities
Accounts payable $ 5433 $ 7,370
Accrued liabilities 13,447 28,344
Deferred revenue 1,944 2,128
Current portion of long term debt 3,147 -
Current obligations under capital lease 7,242 7,064
$ 31,213 $ 44,906
Long-Term Liabilities
Noncurrent obligations under capital lease $ 15,039 $ 22,281
Noncurrent portion of long term debt 14,866 -
$ 29,905 $ 22,281
Total Liabilities $ 61,118 $ 67,187
Net Assets
Unrestricted $ 125,057 $ 72,452
Temporarily restricted - 6,800
Total Net Assets $ 125,057 $ 79,252
‘Fotal Liabilities and Net Assets $ 186,175 3 146,439

The accompanying notes are an integral part of these financial statements.
3



The Foundation of Aris for Northeast Atkansas
Statements of Activities and Changes in Net Assets

For the Years Ended

Changes in Unrestricted Net Assets
Revenue and Other Support
Donated materials, services, and facilities
Education
Production
Grants and allocations
Donations
Fundraising
Concessions, costumes and other sales
Outreach
Reimbursements for custodial expenses
Rent
Total Revenue and Other Support

Total Net Assets Released from Restrictions

Total Untestricted Revenue and Other Support

Functional Expenses
Production costs
Educational costs
Qutteach
General and administrative
Fundraising expenses
Total Functional Expenses

Reclass net assets
Increase in Unrestricted Net Assets

Changes In Temporarily Restricted Net Assets
Capital campaign contributions
Circa 1859, Inc. grant
Net assets released from restrictions
Reclass net assets
Decrease in Temporarily Restricted Net Assets

Change in Net Assets

Beginning Net Assets
Ending Net Assets

The accompanying noles are an integral part of these financial statenents.
4.

July 31, Juiy 31,
2016 2015
$ 166,620 $ 169,806
152,559 144,100
135,302 130,106
85,657 55,283
79,962 49,776
39,554 44107
33,054 37,229
10,458 6,297
6,000 7,200
5,335 6,433
$ _714,501 $ 653,337
$ 1,500 3 15,806
$ 716,001 $ _ 669,143
$ 232,751 $ 224903
126,233 125,374
6,305 2,143
282,585 258,006
20,822 26,714
$ 668,696 $ 637,140
$ 5,300 $ -
$ 52,605 $ 32,003
$ - $ 5,300
- 1,500
(1,500) (15,806)
(5,300)
3 (6800) 3 (9,006)
$ 45,805 $ 22,997
79,252 56,255
$ 125,057 § 79,252




The Foundation of Atts for Northeast Arkansas
Statements of Cash Flows

For the Year Ended

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile change in net assets to net cash
provided by operating activities
Depreciation
Loss on disposal of property
(Increase) decrease in:
Accounts receivable
Promises to give
Grants receivable
Inventory
Increase (decrease) in:
Accounts payable
Accrued expenses
Deferred revenue
Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Payments for the purchase of property
Net cash used for investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Capital campaign contributions (received) reclassed
Principal payments on capital leases
Principal payments on note payable

Net cash used for financing activities

NET INCREASE IN CASH
Beginning cash

Ending Cash

Supplemental Disclosures for Cash Flows
Cash paid for interest
Non-cash activities

Advertising and marketing

Rent

Utilitles & facilities maintenance

Note payable utilized to purchase property and equipment
Purchase of propetty and equipment via note payable

The accompanying notes are an integral part of these financial statements,
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July 31, July 31,
2016 2015
$ 45805  $ 22,997
12,780 12,104
- 1,548
(6,999) 1,560
(2,930) -
250 14,306
928 1,125
(1,937) (976)
(14,897) 10,185
_(184) 151
$ 32816 § 63,000
$ 24179 % (10,909)
$ (24179 % (10,909)
$ 5300 % (5,300)
(7,064) (6,889)
(887) -
$ (2,651) § (12,189)
$ 5986 % 39,902
84,800 44,898
$ 90,786 § 84,800
$ 652 829
$ 47044  § 45,834
96,000 96,000
23,576 27,972
$ 18,900 -
(18,900) -
$ - § -




The Foundation of Arts for Northeast Arkansas, Inc.
Notes to the Financial Statements

D

2)

NATURE OF BUSINESS

The Foundation of Arts for Northeast Arkansas, Inc. (the “FOA™) is a nonprofit
corporation that offers community enrichment through arts education, community theatre,
and mission outreach. The FOA has been serving Jonesboro, Arkansas and surrounding
communities since 1986.

SIGNIFICANT ACCOUNTING POLICIES

Advertising and Marketing

The FOA expenses advertising and marketing costs as incurred. Advertising expense,
including donated advertising, for the years ended July 31, 2016 and 2015, was $51,829 and
$46,688, respectively.

Basis of Accounting

The financial statements of the FOA are prepared on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America.
Under this method of accounting, revenue is recognized when earned and when the amount
and timing of the revenue can be reasonably estimated. Expenses are recognized as they
occut.

Basis of Presentation

Financial statement presentation follows the recommendations of the Financial Accounting
Standards Board (“FASB”) Accounting Standards Codification {“*ASC”) 958-210, Presentation
of Statements of Not-For-Profit Entities. Under FASB ASC 958-210, the FOA is required to
report information regarding its financial position and activities according to three classes of
net assets: unrestricted net assets, temporarily restricted net assets, and permanently
restricted net assets.

Permanently restricted net assets — net assets subject to donor-imposed stipulations that the net
assets be maintained pesmanently by the FOA. Generally, the donors of these assets permit
the FOA to use all or part of the income earned on related investments for general or
specific purposes in support of the FOA.

Temporarily restricted net assels — net assets subject to donor-imposed stipulations that may ot
will be met by actions of the FOA and/or passage of time. When the restrictions on
contributions are met in the same period that the contrbution is received, the contribution is
reported in the statements of activities as temporarily restricted revenues and as net assets
released from restrictions.

Unrestricted net assels — net assets which represent resources generated from operations or that
are not subject to donor-imposed stipulations.



The Foundation of Arts for Northeast Arkansas, Inc.
Notes to the Financial Statements

2)

SIGNIFICANT ACCOUNTING POLICIES (continued)

Contributions

The FOA has adopted the provision of FASB ASC 938-605, Rewemue Recognition for
Contributions; whereby contributions received are recorded as unrestricted, temporarily
restricted, ot permanently restticted support depending on the existence and/or nature of
any donor restrictions. Restricted net assets are reclassified to unrestricted net assets upon
satisfaction of the time or purpose of the restriction. Contributions that are restricted by the
donor are reported as an increase in untestricted net assets if the restrictions expire in the
fiscal year in which the contributions are recognized. Contributions are recorded at their fair
market value at the date of their receipt.

Donated Non-Cash Assets, Donated Facilities, and Donated Services

Donated noncash assets and donated facilities are recorded at their fair values in the period
received. The FOA recognizes the fair value of contributed services it receives if such
services cteate or enhance nonfinancial assets or require specialized skills that are provided
by individuals possessing those skills and would typically need to be purchased if not
contributed. The FOA also receives a significant amount of donated services from unpaid
volunteers who assist in various programs and fundraising which do not meet the criteria for
financial statetent recognition in accordance with FASB ASC 958-605 Noz-for-Profit Entities
Revenue Recognition. Refer to Note 6 for further disclosure.

Date of Management Review

The FOA has evaluated events and transactions for potential recognition or disclosure in the
financial statements through January 12, 2017, the date the financial statements were
available to be issued. No subsequent events have been recognized or disclosed.

Deferred Revenue

Deferted tevenue represents the portion of total revenue from ticket sales or tuition fees
teceived by the FOA that have not yet been earned. All deferred revenues as of
July 31, 2016 and 2015 were from tuition fees.

Income Taxes
The FOA is exempt from federal income tax under the provisions of Internal Revenue Code
Section 501(c)(3). Therefore, no provision for federal or state income taxes has been made.

Accounting ptinciples generally accepted in the United States of America require
management to evaluate tax positions taken by the FOA and recognize a tax Hability (or
asset) if the FOA has taken an uncertain position that more likely than not would not be
sustained upon examination by the Internal Revenue Service. The FOA has analyzed all tax
positions and does not feel any meet the requirements for reporting under the standard. The
FOA i1s subject to routine audits by taxing jurisdictions; however, there are currently no
audits for any tax periods in progress. The FOA believes it is no longer subject to income
tax examinations for years prior to 2013.



The Foundation of Arts for Northeast Arkansas, Inc.
Notes to the Financial Statements

2)

SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of Long-Lived Assets

Long-lived assets are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable. Recoverability of
assets to be held and used is measured by a comparison of the carzying amount of an asset to
future net undiscounted cash flows expected to be generated by the asset. If such assets are
considered to be impaired, the impairment to be tecognized is measured by the amount by
which the catrying amount of the assets exceeds the fair value of the assets. Assets to be
disposed of are reported at the lower of the carrying amount or fair value less costs to sell.

Inventory
Inventory consists of dance attire and is stated at the lower of cost or market. Cost is
determined using the first in, first-out method.

Liquidity

Assets are presented in the accompanying statements of financial position according to their
nearness of conversion to cash and liabilities according to the nearness of their maturity and
resulting use of cash.

Property and Equipment
Property and equipment are stated at cost or, if donated, at the approximate fair value at the
date of donation and are depreciated using the straight-line method over estimated lives as
follows:

Leasehold improvements 10 — 40 years

Furniture, fixtures and equipment 3 — 10 years

Depreciation expense was $12,780 and $12,104 for the years ended July 31, 2016 and 2015,
tespectively, Additions that extend the lives of the assets are capitalized while repairs and
maintenance costs are expensed as incurred. When property and equipment are retired, the
related cost and accumulated depreciation is removed from the statement of financial
position and the resultant gain or loss is recorded.

Reclassifications
Certain reclassifications have been made to the 2015 financial statements to conform to the
2016 presentation. These reclassifications had no effect on the FOA’s change in net assets.

Tuition and Grants Receivables

The FOA considers all grants billed for, but not received as a receivable, Tuition and grants
receivables are reported at the amount the FOA expects to collect on balances outstanding
at year end. If necessary, the FOA provides for an allowance for doubtful accounts
receivable. Accounts are written off against the allowance when deemed to be uncollectible.
The receivables have been adjusted for all known uncollectible accounts, and no reserve was
considered necessary.



The Foundation of Arts for Northeast Arkansas, Inc.
Notes to the Financial Staterments

2y SIGNIFICANT ACCOUNTING POLICIES (continued)

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets, habilities, and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

3)  CAPITAL LEASE

The FOA leases a copier under a non-cancelable lease agreement expiring July 31, 2019.
The lease contains a base amount with additonal cost for usage over the allowed maximum
amount. The following is an analysis of the leased property under the capital lease.

Fumiture, fixtures and equipment $ 36,234
Less accumulated depreciation 14,494
$ 21,740

The following is a schedule by yeats of future minimum lease payments under capital leases
together with the present value of the net minimum lease payments as of July 31, 2016:

Fiscal year ending July 31,
2017 $ 7,716
2018 7,716
2019 7,716
Total minimum lease payments $ 23,148
Less: Amount representing interest® (867)
Present value of net minimum lease payments(b) $ 22,281

(a) Amount necessaty to reduce net minimum lease payments to present value calculated at
the FOA’s incremental borrowing rate at lease inception.

(b) Reflected in the statement of financial position as current and noncurtent obligations
under capital lease of §7,242 and §15,039, respectively.

4) OPERATING LEASES

The FOA leases a pottion of its facilities under two leases expiring June 30, 2017 and August
31, 2017. The first lease is for five years and has an option to renew with a ten percent
increase in rent for an additional five year period. The second is a triple net lease for five
years and has an option to renew with a $200 increase in monthly rent for an additional one
year period.



The Foundation of Arts for Northeast Arkansas, Inc.
Notes to the Financial Statements

4

5)

6)

OPERATING LEASES (continued)

Rent expense for the operating leases for the years ended July 31, 2016 and 2015 amounted
to $36,000.

The following is a schedule by year of future minimum rental payments required under the
operating leases in effect as of July 31, 2016.

2017 34,800
2018 1,800
$ 36,600

TEMPORARILY RESTRICTED NET ASSETS

Temporatily restricted net assets as of July 31 consist of the following:

2016 2015
Capital campaign contributions $ - $ 5,300
Circa 1859, Inc. grant receivable - 1,500
$ - 3 6,800

Net assets were released from donor restrictons by incurring expenses satisfying the
purpose or time restrictions specified by donors as follows for the years ended July 31:

2016 2015
Purpose for restriction accomplished:
General and administrative expenses $ 1,500 ¥ 15,806
$ 1,500 § 15,806

DONATED SERVICES AND FACILITIES

Donated services and facilities have been included in the financial statements at fair market
value and are reflected as production, general and administrative, or fundraising expenses as
applicable in the schedule of functional expenses. The following table summarizes the
donated services and facilities for the years ended July 31, 2016 and 2015:

2016 2015
Advertising and marketing $ 47044  § 45,834
Facilities 96,000 96,000
Utilities 23,576 27,972

$ 166,620  $ 169,806

~10-



The Foundation of Arts for Northeast Arkansas, Inc.

Notes to the Financial Statements

7)

8)

9

10)

FUNCTIONAL ALLOCATION OF EXPENSES

The costs of providing the various programs and activities have been summarized on a
functional basis in the schedule of functional expenses. Accordingly, certain costs have been
allocated among program and supporting services benefited, based upon vatious subjective
factors including, but not limited to, an estimate of employees’ time dedicated to program

services and physical location space utilized.

CONCENTRATIONS

For the years ended July 31, 2016 and 2015 the FOA received approximately 22% and 21%

of its revenue and other support from one donor.
NOTE PAYABLE

Note payable as of July 31, 2016 consists of the following:

Note payable to a financing company, monthly payments of
$395, including interest of 7.34%, collaterized by a sign,
maturity date May 2021

Less current portion

Future matutities of debt are as follows:
2017
2018
2019
2020
2021

RECLASSIFICATION

At various times, donations and other restricted funds will be reclassed at the request of the

$ 18,013

3,147
$ 14,866

$ 3,147
3,702
3,982
4,285
2,897

$ 18,013

donors. These reclassifications are reflected in the statements of activities,

41-
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